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INDIA - KEY ECONOMIC INDICATORS 
All values in US$ million 
unless otherwise indicated. Indian 
fiscal year is April 1 to March 3l. 
1986-87 Percent 
B Change 


C/B 
INCOME, PRODUCTION, EMPLOYMENT (A) 


GNP at Current Prices ($ Billion) 200.23 224.12 246.08 
GNP at Constant (1980-81) Prices 235.685 141.89 144.44 
($ Billion) 
Per Capita GNP, Current Prices ($) 265.00 291.00 313.00 
Per Capita GNP, Constant Prices ($) 180.00 184.00 184.00 
Industrial Production Index (1980- 142.10 L550 168.28 
81 = 100) 
Agricultural Production Index 161.70 152.60 138.87 
(1967/68 - 69/70 = 100) 
Population (million) 755.200 770.00 785.40 
Labor Force (million) 295.50 303.18 311.06 
Number of Persons Registered at 
Employment Exchanges (million) (B) 26.00 30.50 30.00 


MONEY AND PRICES (A) 
Money Supply with Public ($ billion) (C) 91.03 108.18 124.23 
Prime Lending Rate (State Bank 

of India-percent) 16:.5 16.5 16.5 
Wholesale Price Index (1970-71=100) 357.8 376.8 405.1 
Consumer Price Index (1960=100) 620.0 674.0 133.3 


BALANCE OF PAYMENTS AND TRADE (D) 

SDRs & Foreign Exchange Reserves, Gross 6,657 6,730 6,364 

External Debt 36 6/7 41,088 44,100 

Annual Debt Service 3,182 4,564 5,120 

Balance of Payments (E) 547 V3 -366 -601.4 
Balance of Trade -7,857 -6,520 -6,420 -1.5 
Indian Exports, FOB 9,490 10,110 12,080 ESS 
U.S. Share (F) 2,478 2, 465 2, 762 12.0 
Indian Imports, CIF Li, 347 16,630 18,500 11. 
U.S. Share (F) 1,642 1536 1,464 -4.7 


Major imports from U.S. (1987): Machinery and Transport Equipment, 647; 
Scientific Instruments, 108; Chemicals, 93; Metalliferous Ores and Metal 
Scrap, 90. Major exports to U.S. (1987): Textiles, incl. Yarn and Wearing 
Apparel, 734; Diamonds, 699; Petroleum Products, 272; Cashews Shelled, 150. 


(A) converted at one dollar = Rs. 13.00. (B) The near unchanged figure in 
1987-88 results from change in the employment registration procedures. (C) 
Includes Time Deposits. (D) Converted into dollars at Rs.12.20 for 
1985-86, Rs. 12.80 for 1986-87 and Rs.13.00 for 1987-88. (E) Current and 
Capital Accounts Balance. (F) Calendar Year Figures (1985, 1986 and 1987) 


Note: Indian trade data are based on the Reserve Bank of India's 
classification, i.e., the payment method, and are, therefore, different 
from the data released by the Directorate General of Commercial 
Intelligence and Statistics which are based on shipment of goods. 


Sources: Government of India Central Statistical Organization and 


Economic Survey, Reserve Bank of India Bulletins, U.S. Department of 
Commerce, World Bank. 





SUMMARY 


India's economic performance during the last quarter of 1987 and the 
first quarter of 1988 continued to show effects of failure of the 
1987 southwest monsoon. Real economic growth for the Indian fiscal 
year 1987-88 (April to March) fell to roughly 1.8 percent compared 
to approximately 4 percent for 1986-87 and an average of 4.5 percent 
since 1973-74. Agricultural output dropped approximately 9 percent 
while industrial production increased 8.5 percent and services some 
6 percent. Recent indications suggest that lagged effects of the 
drought have slowed industrial performance in the past 6 months and 
are likely to continue to do so for the coming 6 months. 


Despite the drought, India's balance of payments remained remarkably 
stable in 1987-88. Current estimates suggest that India's trade and 
current account deficits actually improved marginally. 

Unanticipated food and petroleum imports were offset by strong 
export growth exceeding 24 percent. On the capital account, 
drought-related extraordinary assistance provided the necessary 
financing to purchase edible oils and other foodstuffs and 
facilitated India's ability to retire on time medium- and long-term 
debt as well as to make sizeable payments to the International 
Monetary Fund (IMF) falling due. International reserves dropped 
approximately 5 percent in 1987-88 but promise to begin rebuilding 
this year as continued trade growth and reduced IMF payments 
contribute to a stable balance of payments. Estimates of India's 
debt service range between 26 and 30 percent, but debt service is 
expected to drop over the next 2 years as foreign exchange earnings 
growth exceeds that of debt service. 


India continues to liberalize at a modest pace. India's 
policymakers remain cautious, in part to avoid risking balance-of- 
payments instability. Nevertheless, the gains of past policy reform 
are evident. There has been a significant increase in domestic 
competition fostered by liberalized licensing regulations and more 
flexible import policies. In addition, there is greater Indian 
Government willingness to permit Indian firms to establish joint 
ventures with foreign firms in order to modernize production and 
improve quality. The new 3-year trade policy for 1988-91 announced 
in March and the 1988-89 budget introduced new measures to encourage 
export growth through tax benefits and tariff relief for export- 
oriented firms although import liberalization was given only a 
gentle boost. Business opportunities for U.S. firms are improving, 
particularly in higher technology areas such as electronics, 
computers, and telecommunications equipment. 


THE CURRENT SITUATION 

Macroeconomic Developments: Current estimates suggest that India's 
economic performance in 1987-88 suffered as a result of the 
crippling 1987 drought, the most serious drought since Indian 
independence. Real economic growth, projected prior to the drought 
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to exceed 4.5 percent, grew approximately 1.8 percent, according to 
U.S. Embassy and World Bank estimates. Overall, per capita income 
decreased slightly as population, currently growing at a rate 
slightly above 2 percent, exceeded real economic gains. 
Nevertheless, this year's economic growth rate compares favorably to 
that following the last serious drought in 1979-80 when real 
economic growth actually fell by nearly 5 percent. Economic growth 
during the past 3 years has failed to reach the government's 
Seventh Plan (1985-90) target of 5 percent per year although a good 
monsoon this year, coupled with industrial growth on a par with that 
of the past 3 years, could yield real growth between 6 and 8 percent 
in 1988-89. 


Economic liberalization, now under way for several years, has been 
characterized by small steps on a number of fronts in the past 6 
months to streamline government control procedures, encourage 
competition, and induce greater efficiency. The government 
introduced its long-awaited 3-year trade policy for the years 
1988-91, which contained a number of tax and tariff concession 
incentives to promote export growth. Firms exporting 100 percent of 
their output are now exempt from income taxes on profits. On the 
import side, new items, mostly lifesaving drugs or devices, were 
added to the open general license list and some new flexibility was 
introduced into a number of licensing procedures. Otherwise, there 
were no major new liberalization steps or tariff reductions to 
facilitate imports. Nevertheless, the business climate for 
establishing joint ventures between Indian and foreign firms has 
been steadily, if gradually, improving. Prime Minister Gandhi 
recently announced that his administration would seek to encourage 
greater foreign investment to promote modernization and efficiency 
to reduce incurring foreign debt. 


Industrial Performance: Industrial production currently comprises 
approximately 25 percent of India's GNP. Industrial production 
increased approximately 8.5 percent, down slightly from the 9.1 
percent registered in 1986-87. Provisional data suggest that 
manufacturing growth reached 9.7 percent between April 1987 and 
January 1988, with mining and quarrying increasing 4.7 percent, and 
electricity production growing 7.5 percent. Power generation growth 
was notable, as thermal power generation increased 15.4 percent over 
1986-87 to offset the 11.9 percent drop in hydro-power generation 
due to the drought. Nevertheless, India's power sector continues to 
be one of the economy's trouble spots. Electricity demand continues 
to outstrip supply by roughly 10 percent, and breakdowns and 
brownouts add significantly to industrial costs. 


In the manufacturing sector, electrical machinery firms led the list 
of top performers during April-November 1987, with an impressive 41 
percent increase in output over a similar period a year earlier. 
This was followed by chemicals and chemical products, and cotton 
textiles, each of which increased output over 15 percent. Output of 
jute, synthetic textiles, tobacco and beverages dropped between 15 
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and 20 percent compared to the previous year. Overall, corporate 
profits rebounded after a difficult year in 1986-87. 


The oil and gas sector witnessed a number of promising developments 
in recent months. While crude production remained largely unchanged 
at 30 million metric tons (MMT) compared to 1986-87, recent new 
discoveries promise crude and natural gas production increases in 
the years ahead. Two fields, in particular, the Gandhar and Krishna 
Godavari, are estimated to contain approximately 1,230 MMT of oil 
and natural gas reserves, which should play an important role in 
meeting India's hydrocarbon needs beginning in the early 1990s. 
Offshore, India concluded five separate exploration agreements with 
foreign firms, including a Texaco-Chevron partnership, to expand 
exploration off India's southeastern and southwestern coasts. The 
government finally sanctioned use of natural gas for power 
generation when it concluded that slumping demand for fertilizer 
obviated the need for all of the original six gas-powered fertilizer 
plants along the Hazire-Bijaypur-Jaddishpur (HBJ) pipeline. Thus, 
gas-based thermal generators will be installed to provide 
electricity for industrial uses. Overall, India expects to increase 
its hydrocarbon production by approximately 4 percent per year over 
the next 10 years, which will slow but not reverse India's growing 
dependence on foreign oil sources. 


Current trends for the industrial sector suggest that the lagged 
effects of the drought are slowing performance. The past 6 months 
have seen a steady decline in the rate of growth of most industries, 
as reduced demand, much of it in the rural sector, has forced 
cutbacks in production levels. In fact, the most recent industrial 
index revealed that the index for manufacturing was nominally lower 
in January 1988 compared to the same month a year earlier. Output 
growth of steel, cement, textiles and consumer durables has eased 
and created concern that growth in these industries will stagnate 
for some months to come. As a result, the government has introduced 
new measures to attempt to stimulate production and keep the economy 
growing. 


Agricultural Production: The agricultural sector bore the brunt of 
the 1987 drought. Output fell approximately 9 percent, with total 
foodgrains production dropping from approximately 144 MMT in 1986-87 
to just under 130 MMT in 1987-88. This drop in output followed a 
5.6 percent decline in agricultural output in 1986-87 also as a 
result of inadequate rains. Despite the well known gains of the 
"Green Revolution” in the 1960s and 1970s, the overall average rate 
of growth of agriculture in the past decade has failed to exceed 2.3 
percent. This has meant economic benefits to the 70 percent of 
India's work force employed in the agricultural sector have grown 
more slowly than the benefits to those employed in other sectors of 
the economy. It also has meant a steady reduction in agriculture's 
contribution to GNP from 38 percent in 1980-81 to less than 33 
percent this year. 
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Reduced agricultural output obliged the government to draw down its 
food security stocks from approximately 23 MMT of wheat and rice in 
January 1987 to under 10 MMT by April 1988. As a result, India is 
purchasing foodgrains from the United States and other countries to 
rebuild stock levels above 15 MMT to ensure that an adequate cushion 
is on hand in the event food security stocks are needed in the 
coming year. 


Despite notable achievements in the use of high yielding varieties 
of seeds, increased irrigation, increased use of fertilizers, and 
advances in dry land farming, the agricultural sector still remains 
vulnerable to seasonal rainfall fluctuations. This year's drought 
again underscored to the government the need to redouble its efforts 
to minimize the effects uneven rainfall can have on agricultural 
performance. The remaining 2 years of the Seventh Economic Plan and 
the Eighth Economic Plan will likely see a renewed emphasis on 
allocating public investment funds to those activities which will 
help reduce the sector's vulnerability, and thus the economy 
overall, to weather fluctuations. Experts are predicting that the 
1988 monsoon will be normal and arrive on time, which should give 
policymakers the opportunity to step up efforts in agriculture 
without struggling with a crisis at the same time. 


The Services Sector: The services sector makes up roughly 43 
percent Of India’s GNP, up from approximately 36 percent in 1970. 
Services grew at an annual rate of approximately 6 percent in 
1987-88, slightly below that of a year ago. Growth in tourism 
provided the biggest boost to growth in the services sector as the 
number of foreign tourists visiting India increased 7.7 percent to 
over 1.15 million. The transport sector also performed well this 
past year, led by steady growth in both rail and road transport. 
Finally, defense and public administration, a large component of 
India's services sector, increased by 7.7 percent in 1986-87, 
according to sector performance indices, and is expected to show a 
Similar growth rate this year. 


Fiscal and Monetary Developments 


The government's 1988-89 budget introduced in March provided for a 
11.2 percent increase in expenditures over the previous year. 
Signaling a shift in government spending priorities, most of this 
increase went to operational expenses rather than development plan 
investments, which increased only 3 percent in nominal terms. 
Defense spending increased 8.3 percent while payments on the public 
debt were projected to jump 23 percent over 1987-88. Revenues, on 
the other hand, are not expected to match overall spending 
increases, and the government was unwilling to increase taxes to 
cover the gap. Consequently, the government projects a 23 percent 
increase in its anticipated "uncovered" deficit, i.e., the gap for 
which it has not projected borrowing in the capital market, over 
that of last year. Total government borrowing from the Indian 
financial system to cover all anticipated expenditures will exceed 7 
percent of GNP this year. 
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According to official statistics, the consumer price index increased 
9.1 percent, up from 7.7 percent the previous year. Wholesale 
prices increased 10.4 percent compared to 5.2 percent in 1986-87. 
These increases were largely a result of the drought's effect on 
food prices in late 1987 and early 1988. There is sentiment that 
these data perhaps understate the true price increases in the 
marketplace given the weight placed on certain government- 
administered prices for foodstuffs contained in the government's 
price survey. The government also increased administered prices in 
January 1988 for a number of items, including steel, coal, and 
gasoline as well as rail freight charges for nonagricultural goods. 
These increases will contribute to higher prices for manufactured 
goods in the coming year. While the rate of inflation is at or near 
10 percent, judicious use of India's food stocks over the past 6 
months likely prevented inflation from increasing even further as 
occurred following the 1979-80 drought. 


The Reserve Bank of India (RBI), the country's central bank, 
continues to follow a cautious monetary policy through periodic 
adjustments in the required reserve ratio. The money supply( i.e., 
M3) expanded approximately 15 percent during 1987-88 compared to 
about 19 percent the previous year. The average rise in the money 
supply over the past 3 years has been almost five times the growth 
in national income in real terms. In view of the large projected 
deficit this year and higher liquidity in the economy, the RBI has 
decided to increase the commercial banks' cash reserve ratio from 10 
percent to 10.5 percent, effective July 30, 1988 to help contain 
inflationary pressures. To reduce speculation and thus decrease 
pressures on prices, the RBI has also restricted commercial banks 
from extending loans to purchase commodities designated by the 
government to be in short supply. 


THE EXTERNAL SECTOR 


India's balance of payments in 1987-88 remained relatively stable 
the face of the drought. Strong export growth of over 24 percent 
rupee terms led to slight improvements in the trade and current 
accounts despite drought-related and other import increases, 
principally of edible oils and petroleum. The current account 
deficit as a percentage of the gross domestic product actually 
dropped slightly from 1.6 to 1.5 percent. Export performance was 
led by impressive growth in textiles and garments, leather goods, 
and cut diamonds, most of these to the United States and Western 
Europe. 


On the capital account, net loan disbursements increased 
approximately $775 million, of which roughly half came from a 
combination of accelerated disbursement of development funds and new 
drought-related assistance. Loan repayments, on the other hand, 
increased by some $475 million. International reserves declined 5 
percent, and, as a result, reserves on hand provided 4.1 
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months of imports coverage compared to 4.9 months in 1986-87. 
India's debt-service ratio improved slightly but still remains 
around 30 percent according to U.S. Embassy estimates. According to 
both Embassy and World Bank projections, however, this ratio should 
drop significantly over the next 2 years as export growth and 
reduced IMF repayments provide a greater foreign exchange cushion. 


Embassy balance of payments projections for the next 2 years suggest 
that, barring another poor monsoon or a significant increase in 
international oil prices, there should be only slight deterioration 
in India's trade and current accounts. If India can maintain a 
healthy export growth rate and keep import growth at or below the 
current rate, it should be able to build foreign reserves and 
strengthen its external account. 


The Indian rupee has continued gradually to drift downward against 
all major currencies, including the dollar. During the first 4 
months of 1988, it has depreciated approximately 4 percent vis-a-vis 
the dollar, 2.6 percent against the pound, and 1 percent against the 
yen. Because the rupee has generally tracked the dollar's decline 
on world markets in the past 2 years, U.S. goods are now quite 
competitive with imported products being considered, for example, 
for World Bank and Asian Development Bank projects. 


IMPLICATIONS FOR U.S. BUSINESS 


According to U.S. trade statistics, U.S.-India bilateral trade grew 


from $4 billion in 1986 to $4.2 billion in 1987. U.S. imports from 
India exceeded U.S. exports to India by $1.3 billion. The first 4 
months of 1988 revealed a 14.9 percent increase in bilateral trade, 
with U.S. exports running 15.2 percent above those of 1987 over the 
same period, and U.S. imports from India up a strong 14.7 percent. 


U.S. high-technology exports continued to be strong in 1987, 
reaching a total value of $526.8 million, up 17 percent from the 
previous year's total of $451.4 million. In 1987, U.S. Government 
license approvals for electronics, computers, and telecommunications 
equipment increased sharply. A total of some 3,900 license 
applications valued at over $550 million were granted, compared to 
710 licenses valued at $22.7 million in 1983. 


The United States continued to lead the list of joint-venture 
"collaborating" countries, with 212 new project approvals in 1987 
followed by West Germany (149), the United Kingdom (122), and Japan 
(71). U.S. firms are also leaders in terms of equity 

participation. The Indian Government approved new U.S. equity 
investment worth $22.7 million in 1987, followed by West Germany 
($7.6 million), Switzerland ($6.8 million), the United Kingdom ($6.5 
million), and Japan ($5.3 million). The government continues to 
favor foreign collaborations where the foreign partner will transfer 
know-how to India, particularly in high-technology areas. However, 
bureaucratic hurdles remain. Government-imposed export and other 
performance requirements continue to be a problem for prospective 
investors. 
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U.S. firms will find major export and investment opportunities in 
the following areas: (1) oil and gas field machinery; (2) power 
generation, transmission, and distribution equipment; (3) 
telecommunication equipment; (4) computers and peripherals; (5) 
mining and excavation machinery; (6) electronics products and 
components; (7) machine tools and metalworking equipment; (8) 
printing and graphic arts equipment; (9) medical instruments and 
health care equipment; (10) alternate energy equipment, services, 
and engineering; (11) avionics and navigation equipment; (12) 
shipbuilding and port maintenance equipment; (13) process control 
instruments; (14) chemical and petrochemical plant, equipment, and 
machinery; and (15) food processing and packaging equipment. 


The U.S. Trade Development Program (TDP) has been increasingly 
active in India. To date, TDP has funded studies totalling $2.4 
million, and an additional $3.5 million of new studies are under 
negotiation. Overall, the United States has accorded high priority 
to India under the Trade Development Program. 


Many U.S. companies considering the Indian market will find 
participation in one of the events sponsored by the U.S. Department 
of Commerce, listed on page 10, an excellent vehicle for promoting 
business in India during 1988 and 1989. Interested firms should 
contact the U.S. Department of Commerce, International Trade 
Administration, Washington, D.C., or the district offices of the 
Commerce Department's International Trade Administration located in 
many major cities. 





September 1988 
in New Delhi, 
Bombay, Calcutta 
and Madras 


October 2-5 
in New Delhi; 
Oct. 6-8 in 
Calcutta; 
Oct. 9-12 in 
Madras; 

Oct. 13-16 in 
Bombay 


Jan. 16-18, 1989 


Feb. 19-26, 1989 
in New Delhi 
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U.S. Trade Events Scheduled for India--September 1988-February 1989 


Show Case USA -Catalog 
Show on Food 

Processing and 
Packaging; and 

Mining and Construction 
Equipment 


Engineering and 
Construction Services 
Seminar Mission 


Aviation and Aerospace 
Trade Mission 


8th International 
Engineering Trade Fair 
organized by the 
Confederation of 
Engineering Industries 
with the United States 
as a partner country 
featuring electronics, 
telecommunications, food 
processing, mining and 
extraction equipment, 
oil and gas field 
equipment 
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